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lnaddition，theguaranteetoprovidecommoditieｓｉｎｅｘｃｈａｎｇｅｆｂｒcurrencyon demandatspecifIedpriｃｅｓｗｏｕｌｄｎｏｔｂｅｕｎｃｏｎｄｉｔｉｏｎａｌｂｕｔｗｏｕｌｄａｐｐｌｙｏｎｌｙａｓｌｏｎｇ ａｓｔｈｅＣＲＤｗａｓholdingreserves，ｔｈｅｌｅｖｅｌｓｏｆｗｈｉｃｈｗｏｕｌｄｂｅｐｕｂｌｉｃｌｙｋｎｏｗｎａｔ 
ａｌｌｔｉｍｅｓ、Ｔｈｕｓ,onoccasions,ｔｈｅｒｅｓｅｒｖｅｓｏｆｏｎｅｏｒｍｏｒｅｃｏｍｍｏｄｉｔiesmightfallto
zero，ｓｈｏｗｎａｔ（１）inFigureLHowever，ｔｈｅＣＲＤ,ｓｌｏｗｅｒｐｏｉｎｔｓｗｏｕｌｄｓｔｉｌｌｂｅ 
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QuantityoIReserveshel(ＩｌｗＣ,)mm()ditiesI(eserIreDepartment（lOOOTons） 
Ｆｉｇｕｒｅｌ、Ｒｅｓｅｒｖｅｐｒｉｃｅｓｃｈｅｄｕｌｅｂａｓｅｄｏｎｉｌｌｕｓｔｒａｔｉｖｅ
ｆｉｇｕｒｅｓｉｎＴａｂｌｅｌ 
efYective，therebyprovidingsupporttothemarket，ａｎｄｒｅｓｅｒｖｅｓｏｆｔｈｅｃｏｍｍｏｄｉｔｙ 
ｗｏｕｌｄsubsequentlyaccumulateagain,makingtheupperpointsefYectiveoncemore、
ThisandotherimportantdetailsofGrondona'sproposalaredescribedatlengthi、
(Grondona，1958;Grondona，１９７５;Collins，1985)． 
Ｔｈｕｓ，withthissysteminoperation，ｗｈｅｎｔｈｅｖａｌｕｅｏｆｔｈｅｃｕｒｒｅｎｃｙｉｎｔｅｒmsof 
aparticularcommoditywasrising（thatｉｓ,ｉｔspriceinthatcurrencywasfalling)， 
ｓｔｏｃｋｓｗｏｕｌｄｂｅｓｏｌｄｔｏｔｈｅＣＲＤｉｎｅｘｃhangefbrcurrencyWhenthesestocks 
reachedaprespeciBedlevel，ｔｈｅＣＲＤ，sofTicialbuyingandsellingpriceｓｆｂｒｔｈａｔ 
ｃｏｍｍｏｄｉｔｙｗｏｕｌｄｆａｌｌｂｙａｐrespecifiedamount（asillustratedinfIgurel)．Ｉｆｔｈｅ 
ｖａｌｕｅｏｆｔｈｅｃｕｒｒｅｎｃｙｉｎｔｅｒｍｓｏｆｔｈｉｓｃｏｍｍｏｄｉｔｙｃｏｎｔｉｎｕｅｄｔｏｒｉｓｅ，ｓｏｔｈａｔｍａｒｋｅｔ 
ｐｒｉｃｅｓｆｂｌｌｔｏｔｈｉｓｌｏｗｅｒｌｅｖｅｌａｎｄｒｅｓｅｒｖｅｓｃｏｎｔｉｎｕｅｄｔｏaccumulate，theprocess 
wouldrepeat，ａｎｄｔｈｅｃｙｃｌｅｗｏｕｌｄｃｏｎｔｉｎｕｅｕｎｔｉｌｔｈｅＣＲＤ，sbuyingpricebecame 
unattractivetosellers、Later，ｗｈｅｎｔｈｅｖａｌｕｅｏｆｔｈｅｃuｒｒｅｎｃｙｉｎｔｅｒｍｓｏｆｔｈａｔ
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commoditydeclinedandmarketpricesrecovered，buyerswouldrePurchasethe 
reservesfipomtheCRDatthesuccessivelyhighersellingpricesinitsofYicialreserve 
pricescheduleaseachinturnbecameattractiverelativetothecurrentmarket 
prlce 
３．２１mplicationsofConditionality 
Thechangetoaconditionalsystemf、mthemorecomplexproposalsrefbrredto
abovehasmanyimportantimplicationswhicharediscussedatlengtｈｉｎ（Collins， 
1985)．Inparticularitdefmitivelysolvestheproblemsdescribedinsection22 
aboveFirst,becausetheCRDwouldhandleeachcommodityseparately,andthe 
pricesatwhichitwouldexchangecommoditiesfbrcurrencyadjustautomatically 
accordingtothelevelofreserves，thesystemwouldnotdistortcommodityprices 
Marketfbrceswouldcontinuetoraiseorlowerthese，ｂｕｔｔｈｅｙｗｏｕｌｄｄｏｓｏｍｏｒｅ 
ｓｍｏｏｔｈｌｙｔｈａｎａｔｐｒｅｓｅｎｔａｓｌａｒｇｅａｎｄｓｕｄｄｅｎＨｕｃtuationswouldbepartially 
damped、
Second，theimplementationofthesystemwouldnotinvolveanopen-ended 
commitment､Thescaleappropriatetoacountrysneeds,andthemaximumoutlay 
thatmightberequiredfbreachcommodity,couldbedecidedinadvance,ｗｈｉｌｅｔｈｅ 
ｍａｘｉｍｕｍｐｒｉｃｅｆｂｒａｎｙｃｏｍｍodityinvolvedwouldbeguaranteedｏｎｌｙａｓｌｏｎｇａｓ 
ｒｅｓｅｒｖｅｓｗｅｒｅｈｅｌｄＴｈustheeffbctsthatmovementsincommodityprlcescould 
haveonthelevelofnationalliquiditywouldalsobelimited､Thishastheimportant 
consequencethat,unliketheproposalsfbrcornmodity-convertibilitymentionedabove， 
individualcountriescouldimplementthesystemindependentlyintermsoftheir 
owncurrencies・Hence，incontrasttoallotherproposals，theGrondonasystem
wouldnotrequireinternationalagreementfbritsimplementationorcontinued 
operationlnviewofthegreatdifficultiesthatcountriesevenassimilarasthoseof 
WesternEuropehaveinachievinglastingagreementsinthemonetaryfleld，this 
uniquefbatureofGrondona，sproposalisofgreatpracticalimportance 
Third,GrondonafUllyappreciatedthatimplementationofa"commoditystandard，, 
couldimposestrainsonaninflationaryeconomythatwouldmakeitpolitically 
difYIculttoimplement・Partofhisinnovativenesswastounderstandthatevena
"conditionalcommoditystandard”ｔｈａｔｈａｄｏｎlyalimitedstabilizinginfluence 
wouldbevaluableOnceinoperationtheinHuenceofhissystemcouldsubsequently 
beincreasedasdesiredbyincreasingthescaleofoperation（afteranappropriate 
periodofnotice).Inthiswayitwouldbepossibleultimatelytoeliminateinflation， 
ifthiswasdesired，butwithoutanyshocktotheeconomy，makingitapolitically 
attractivemeansofachievingthisgoaL 
Fourth，becausetheguaranteesofconvertibilitywouldbeconditional，the 
implementationofGrondona，sproposalwouldnotconstrainacountry，smonetary 
policyastheoperationoｆｔｈｅｇｏｌｄｓｔａｎｄａｒｄｄｉｄＡｓｕｎｄｅｒｔｈｅｇoldstandard，the 
operationofthesystemwouldleadtocounter-cyclicalchangesinthemoneysupply， 
butunlikethegoldstandardthesecouldbeover-ruledbythemonetaryauthorities 
ifthiswasconsidereddesirableIngeneral，however，thiswouldnotbedesirable・
Andasexperienceofthesystemgrew，publicpressurewouldgrowtopreservethe 
valueofthecurrency・InthiswaythefInancialdisciplinｅｏｆｔｈｅｇｏｌｄｓｔａｎｄａｒｄｅｒａ
ｗｏｕｌｄｂｅｒｅlearnedinagradualmanner・Theimplicationsofimplementationfbr
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nationalmonetalypolicyarediscussedindetailin(Collins,1985)． 
Inadditiontothesepoints，Grondonadesignedhissystemtobeextremely 
simpleandeconomicaltoOperate・Inparticular,allcostsoftransportingcommoditｉｅｓ
ｔｏａｎｄｆｉ･ｏｍｔｈｅｒｅｓｅｒｖｅｓｗｏｕｌｄｂｅｂｏｒｎｅｂｙｔｈｅcustomersoftheCommodities 
ReserveDepartment,whichwouldrequireveryflewstafY:ＴｈｕｓｔheonlysigniEcant 
costofimplementationwouldbetheconstructionofthewarehousesneededlnthe 
caseofJapanthiswouldamounttoseveralhundredokuen,dependingonthescale 
ofimplementation・Thisisasubstantia］ｓｕｍ・However，itwouldinpracticebe
spentoverseveralyears，ａｎｄｗｏｕｌｄｂｅｄｗａｒｆbdbythebenefitsaccruingtothe 
countlyoverthefbllowingbusinesscycle，ａｎｄｅｖｅｎｍｏｒｅｏｖｅｒｔｈｅｆｂｌｌｏｗｉｎｇ５０ 
ｙearsandmore． 
3.3DefimitiveSolution 
Asseeninsection2above,therehasbeenconsiderableagreementamongleading 
economistsaboutｔｈｅｐｏｔｅｎｔｉａｌｂｅｎｅＨｔｓｆｂｒｔｈｅｇｌｏｂａleconomicsystemof 
implementingcurrencyconvertibilitybasedonprimalycommoditiesUnfbrtunately 
theywerenotabletodeviseapracticaｌｍｅａｎｓｏｆｉｍｐｌｅｍｅｎｔｉｎｇｉt、However，as
shownabove，Grondona，sproposalsolvestheproblemsdescribedinsection22 
aboveConsequentlyitappearstoprovideadefInitiｖｅｓｏｌｕｔｉｏｎｔｏｔｈｅｐｒｏｂｌｅｍｏｆ 
ｈｏｗｔｏｒesumecurrencyconvertibility，whichrequiresonlythepoliticalwilltobe 
implementedThiswasrecognｉｚｅｄｉｎａｎｕｍｂｅｒofBritishpublicationsatthetime 
ofGrondona，sfirstpublicationofhisproposalinl958,astypifiedbyaneditorialof 
theleadingbusinessmagazineofthetime： 
“Epoch-makingisawordtoooftenandtoolightlyused・ＢｕｔｔｏａｐｐｌｙｉｔｔｏＭｒ・
Grondona,ｓ``UtilisingWorldAbundance”ｉｓｔｏｒｅｓｔｏｒｅｉｔｔｏｉtsoriginal，its 
literalmeaning・Ｉｔｃａｎｂｅｏｎｌｙａｑｕｅｓｔｉｏｎｏｆｔｉｍｅｂｅｆｂreman，sreasonand
selfLinterestovercomehisinertiaandMr､Grondona，sproposalsareaccepted， 
ＷｈｅｎｔｈｅｙａｒｅｔｈｅｙｗｉｌｌｄｅｆＩｎｅｔｈｅｂｅｇｉｎｎｉｎｇｏｆａｎｅｒａａｓｓｕｒｅｌｙａｓｄｉｄｔｈｅ 
introductionofthegoldstandard.，，(ＴｈｅManager,1958） 
１ｔistemptingtoseetheelegantlysimplesolutionbythe“PacifIcRim”economist， 
Grondona，ofafnndamentalproblemthathasbafnedgenerationsoftheoretically 
sophisticatedbutimpracticaleconomistsintheoldermdustrialisedcountries，as 
symptomaticofthedifYbrenceinoutlookbetweentheseregions，andofthereasons 
fbrtheleadershipsuccessionunderdiscussion． 
４.ＪａｐａｎｅｓｅlmplementationofConditioⅡlalCuｎ℃ncyConwertibility 
ＡｎｉｍｐｏｒｔａｎｔａｓｐｅｃｔｏｆｔｈｅｆｔｌｃｔｔｈａｔｂｏｔｈＢｒｉｔａｉｎａｎｄｔｈｅＵＳＡｈａｖｅｐａｓｓｅd 
theirhistoricpeaksofinfluenceｉｓｔｈｅａｐｐａｒｅｎｔｉｎａｂｉｌｉｔｙｏｆｔｈｅｉｒｇovernmentsto 
tackletheirnationaleconomicproblemsefYbctively・Acommoncriticismisthat
theyatteｍｐｔｔｏｄｏｍａｎｙｔｈｉｎｇｓｔｈａｔｓｈｏｕｌｄｎｏｔbetheresponsibilityofgovemment， 
buttheyfHiltodothosethingsthataregovernment，sresponsibility,notablydefining 
andpreservingthevalueofthenationalcurrency､ＴｈｉｓｉｓａｍａＪｏｒｃｈａｎｇｅｆｒｏｍｔｈｅ 
ｔｉｍｅｗhenthesecountriesprovidedeconomicleadershipfbrtheworld，basedon 
realcurrencyconvertibility． 
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Intheapparentabsenceoftherequiredeconomicleadershipcomingfrom 
elsewhere,theprospectsfbrtheworld'seconomicfUturetherefbrepresentlydepend 
toaconsiderableextenｔｏｎＪａｐａｎＪｔｗｉｌｌｂｅａｔｒｕｅｔｅｓｔｏｆＪａｐan，ｓｄｙｎａｍｉｓｍａｎｄ 
ｃｏｎｔｉｎｕｉｎｇｎａｔｉｏｎａｌstrengthｗｈｅｔｈｅｒｉｔｃａｎｆｂＵｏｗｔｈｅｓｅｃｏｕｎｔｒｉes，historical 
example,andsucceedinestablishingameaningfillPaxNipponica・Itisinteresting
inthiscontexttoconsidertheimplementationofGrondona，sproposalbyJapan 
LikeBritain,Japandependsheavilyonimportedrawmaterials,andistherefbre 
particularlywell-suitedtoinitiatethesystemwhichGrondonadesignedoriginally 
fbrBritishimplementation・Becausethesystem，sguaranteeofconvertibilitywould
beconditional,thescaleofitseconomicinfluenceｗｏｕｌｄｂｅｄｅｔｅｒｍｉｎｅｄｂｙｔｈｅｓｃａｌｅ 
ｏｎｗhichitwasestablished・Grondonasuggestedthat，whilethedetailswould
needtobetailoredtoeachcountry，sparticularconditions,typicallysomeflfteento 
twentycommoditiesshouldbeincluded（agreeingbroadlywithothereconomists， 
proposals);thattheseshouldcompriseonlymajor,importedcommoditiesthatcould 
bestoredeconomicallyfbruptoseveralyears;andthattheinitialscaleofoperation 
inrelationtoeachcommodityshｏｕｌｄｂｅｓｕｃｈｔｈａｔｉｎａｓｅｖｅｒｅｗｏｒｌｄｒｅcession（in 
whichpricesfblltotheirlowestcyclicallevels）themaximumlevelofreserves 
mightbeoftheorderofsixmonths,nationalimports・
Hence,fbllowingGrondona，sguidelines,theimported,durable,basiccommodities 
thatwouldbeappropriatefbrinitialimplementatioｎｍｔｈｅｃａｓｅｏｆＪａｐａｎｉｎｃｌｕde 
copper,ｔｉｎ，lead，Zinc，aluminum,nickel,sugar,cofIbe，cocoa,cotton,wool,rubber， 
wheat,barley,ｍａｉｚｅａｎｄｓｏｙａｂｅａｎｓ・
ＡｌｓｏｆｏｌｌｏｗｉｎｇＧｒｏｎｄｏｎａ，ｓｇｕｉｄｅｌｉｎｅｓ，ａｎａｐｐｒｏｐｒｉａｔｅｓｃａｌｅｆｂｒｉｎｉｔｉａｌ 
ｉｍｐｌementationbyJapanmightbetoseta"block"ofeachcommodity(themaximum 
quantitywhichwoulｄｂｅａｃｃｅｐｔｅｄｏｒｓｏｌｄａｔｅａｃｈｐｏｉｎｔｉｎthepriceschedule）ａｔ 
ｓｏｍｅｌＯ％ofannualimports・Theinitiallowerandupper“points，，（ｔｈｅｐｒｉｃｅｓａｔ
ｗｈｉｃｈｔｈｅＣＲＤｗｏｕｌｄｅｘchangereservesfbrcurrencyondemand）ｍｉｇｈｔｂｅｌＯ％ 
belowandabovethepreviousaverageCIFimportprices,ａｌｌｏｗｉｎｇａｒａｎｇｅｏｆｓｏｍｅ 
２０％fbrshort-termmarketpriceHuctuaｔｉｏｎｓｌｎｔｈｅｃａｓｅｏｆｔｈｅｓｅｌ６ｃｏｍｍｏｄｉties， 
ｏｎｓｕｃｈａｓｃａｌｅｏｆｉｍｐｌｅｍｅｎｔａｔｉｏｎｔｈｅｔotaloutlayoncommodityreserves，inthe 
eventofasevereworldrecessioninwhichcommoditypricesfbllabout３０％below 
theirpreviousaverage，ｗｏｕｌｄｂｅｏｆｔｈｅｏｒｄｅｒｏｆ７０００ｏｋｕｅｎ・Ｈｏｗever，eithera
largerorsmallerscaleofimplementationcouldbechoseninthｅｃａｓｅｏｆｅａｃｈｏｒａｌｌ 
ｏｆｔｈｅｃｏｍｍｏｄｉｔｉesinvolved 
AfnrtherimportantadvantageoftheGrondonasystemisthat，asunderthe 
goldstandard,theprocessofmaintainingconvertibilityispassive・Consequentlyit
isstraightfbrwardtosimulatethedirectefYbctsoftheoperationofacommodities 
reservedepartmentusingacomputer・Suchsimulation,usingpastcommodityimport
statisticsandmarketpricedata，wouldｂｅｕｓｅｆｎｌｉｎｐｌａｎｎｉｎｇｔｈｅｅｓｔａｂｌｉｓhｍｅｎｔｏｆ 
ａＪａｐａｎｅｓｅＣＲＤｉｎｄｅｔａｉＬ 
5．ＢｅｎefitsofeJapaneselmplementation 
Implementationofconditionalcurrencyconvertibilitywouldhaveawiderange 
ofeffbcts，Ｉｎｔｈｅｆｂｌｌｏｗｉｎｇ，ｓｏｍｅｏｆｔｈｅｍｏｒｅｉｍｐｏｒｔａｎｔｉｍｐｌｉｃａｔionsofJapanese 
stabilisationoftheYenaccordingtotheGrondonasystemarediscussed． 
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5.1DirectBenefits 
ThebenefYtsthatwouldresultdirectlyfiPomtheimplementationofthissystem 
includegreaterstabilitｙｉｎｂｏｔｈｔｈｅｒｅａｌｖａｌｕｅｏｆｔｈｅＹｅｎ，andinYen-denominated 
pricesofthecommoditiesinvolved､Thiswouldleadtoreducedinstabilityoverthe 
businesscycle，andgreaterstabilityinexportdemandfbrJapaneseproducts， 
particularlyfromcountriesexportingprimarycommodities・
TheinstabilityofthevalueofmoneyhaslongbeenrecognisedasamaJorcause 
oftradeHuctuations(Fisher,1928),andtheserlousinstabilityofprimarycommodity 
pricesisanimportantfnctoraggravatingtheinternationaltradecycle（Collins， 
1985)．ConsequentlyreducingthecyclicalinstabilityoftherealvalueofthｅＹｅｎ， 
eventoalimitedextent,wouldbebeneHcial,andwouldalsoprovideusefnlprotection 
againstglobalrecession． 
5.2DoInesticMonetaryBenefits 
ＦｒｏｍｔｈｅｐｏｉｎｔｏｆｖｉｅｗｏｆＪａｐａｎ，sdomesticmonetarysituationalso，the 
establishmentofcurrencyconvertibilitywouldbevaluableInparticular，inview 
ofJapan，ｓｓｅｒｌｏｕｓ“baburukeizai'，anditsaftermath，ｉｔｗｏｕｌｄｂｅｄｅｓｉｒａｂｌｅｉｎ 
ｈｅｌｐｉｎｇｔｏｐｒｅｖｅｎｔｔｈｅｒｅｃｕｒｒｅｎｃｅｏｆｓｕｃｈｕｎｈｅａlthyfInancialfluctuationswithin 
theJapaneseeconomy・
Animportantfactorcontributingtｏｔｈｅ“baburukeizai，，inJapanwasthe 
liberalizationofintemationalfmancialmarketscombinedwiththecontinuingrapid 
evolutionofelectronicfInancialsystｅｍｓａｒｏｕｎｄｔｈｅｗｏｒｌｄ,whichmakethecontrol 
ofnationalmoneysuppliesincreasinglydifHcult，Notleastisthefimdamenta］ 
difYicultyofdefiningandmeasuringthequantityofmoney，ｄｕｅｔｏｔｈｅｃｏｎｔｉｎｕａｌ 
ｉｎｎｏｖａｔｉｏｎｏｆｎewfmancialinstruments、
Inthissituation,areturntothehistoricalprincipleofconvertibility(albeitina 
conditionalfbrm)whichmaintainsthevalueofthecurrencythroughmarketfbrces 
ratherthanthroughtheneedtocontrolthequantityofmoneyhoweverdefined，is 
potentiallyofgreatvalue、Inparticular,ifthissystemhadbeeninoperationsince
themid-1980s，correctivemonetarypolicieswouldhavebeeninitiatedearlier,and 
theexcessesofthe“baburu，，greatlyreduced，savingtheeconomymanythousands 
ofokueninmisallocatedresources・Implementingthesystemtodaywouldprevent
therecurrenceofsuchacostlypo]icyerror,ａｎｄｗｏｕｌｄｈｅｌｐｔｏｉｎｓｕｌａｔｅｔｈｅＪａｐａｎese 
monetarysystemfromdestabilisｉｎｇｉｎＨｕｅｎｃｅｓｔransmittedfi･omoutside． 
5.3ＢｅｎｅｆｉｔｓｆＯｒＤｅｖｅｌｏｐｉｎｇＣｏｕｎｔｒｉｅｓ 
Forsomedecadesdevelopingcountrieshavebeencollectivelypressinｇｔｈｅ 
ｇｏｖｅｒｎｍｅｎｔｓｏｆｔｈｅｒｉｃｈｎａｔｉｏｎｓｔｏｓｔａｂｉ]izethepricesofprimarycommodities 
throughUNCTAD,UnfbrtunateIythepolicywhichtheyhaveadvocatedhasbeen 
tostabilisecommoditypricesbetweennxedlimitsThiswouldrequirｅａｎｏｐｅｎ‐ 
ｅｎｄｅｄｆｍａｎｃｉａｌｃｏｍｍｉｔｍｅｎｔｆＴｏｍｔｈｅrichcountries，andwouldgreatlydistort 
commoditymarkets・ItwouldalsorequirecomplexinternationalagTeements，and
couldstabilizenomorethanasinglecurrency、Ｃｏｎｓｅｑｕｅｎｔｌｙｔｈｅｒｉｃｈｃｏｕｎｔｒｉｅｓ
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haveresistedthispressurefTomdevelopingcountries､Thisinturnhascausedill-
fbelingascommoditypricescontinuetofluctuatesharply,causinggreatdifYIeulties 
fbrthesecountries,aswellasfbrcommodityproducersintheeconomicallyadvanced 
countries,andaggravatingtheinstabilityininternationaltrade、
InrecentyearsJapanhasmadeparticulareffbrtstoprovideaidtodeveloping 
countries,andisnowthelargestoverseasaiddonorjapantherefbrehasanatural 
interestinreducingtheinstabilityofprimarycommoditypricesandtradethrough 
implementingconditionalcurrencyconvertibility、Thevalueoftheconsiderable
goodwillthatitwouldtherebyreceivefTommanydevelopingcountriesisdiffIcult 
toestimate，ｂｕｔｉｔｉｓｌｉｋｅｌｙｔｏｂｅｃｏｍｅｍｏｒｅｖａｌｕａｂｌｅｍｔｈｅｆｎｔｕｒｅａｓｓｕｐｐｌｉｅｓｏｆ 
ｓｏｍｅｒawmaterialsbecomemoreuncertain,andasmoreJapanesecitizenstraveｌ 
ｔｏｏｔhercountries． 
５．４ＥｘａｍｐｌｅｆＯｒｌｎｄｕｓｔｒｉａｌｉｓｅｄＣｏｕｎｔｒｉｅｓ 
TheimplementationofconditionalcurrencyconvertibilitybyJapanwouldalso 
provideavaluableexamplｅｆｂｒｏｔｈｅｒｃｏｕｎｔｒｉｅｓｔｏｆｂｌｌｏｗｉｎｅｓtablishingtheirown 
systems､GrondonadesignedthesystemspecifIcallytoenablecountriestoestablish 
itindependentlyintermsoftheirowncurrencies，andheenvisagedthatother 
countriｅｓｗｏｕｌｄｂｅｌｉｋｅｌｙｔｏｆｂｌｌｏｗｔｈｅｅｘａｍｐｌｅｏｆｔｈｅｌｅａｄｅｒｉｎｔｈｉｓｆｉｅｌｄＳｕｃｈ 
ｍulti-nationalimplementation(whichisdistinctfYominternationalimplementation） 
wouldmultiplytheoverallstabilisinginHuence，whilegivingeachcountrythe 
beneEtofnationalcurrencyconvertibility，Itwouldtherebyalsomakeexchange 
rateslessvolatile，butwithoutrequiringchimericalinternationalagreementto 
achievethis(Collins，1985)． 
Ｗｉｔｈｔｈｅｅｎｄｏｆｔｈｅｃｏｌｄｗａｒ，itispossiblethatdifTerentcountries，economic 
perfbrmanceswilldivergｅｆＵｒｔｈｅｒｉｎｆＵｔｕｒｅｔｈａｎｉｎｒｅｃｅｎｔｙｅarsThiswillmake 
theachievementofdetailedinternationalagreemenｔｏｎｓｕｃｈｃｏｍｐｌｅｘａｎｄｓｅｎｓｉｔｉｖｅ 
ｍａｔｔersasmonetarypolicyevenmoreelusｉｖｅｔｈａｎｉｔｈａｓｂｅｅnsincel97L 
Furthermore,bythenatureofthepoliticalprocess，wherebyagreementisreached 
asacompromisebetweendifYerentcountries，politicalobjectives，sometimesin 
unrelatedfIelds,theresultofsuchinternationalagreementwouldbelessbeneflcial 
thantheresultofmarket-drivennationalsystemsofcurrencyconvertibility． 
5.5SocietalBenefits 
Finally,Japanesesocietyfacesanumberofmajordestabilisinginfluencesinthe 
comingyearsTheseincludeitsrapidrisetoeconomicwealth,whichinmostother 
richcountrieshａｓｂｅｅｎａｃｃｏｍｐａｎｉｅｄｂｙａｒａｎｇｅｏｆａｎｔi-socialdevelopments；its 
rapidinternationalisation;thesemousecononncproblemsofotheradvancedcountries 
combinedwithJapan，svulnerabilityto“bashing，'bytheirgovernments；therapid 
economicgrowthofJapan，sneighbours；therapidgeo-politicalchangesoccurring 
intheworldfbllowingtheeｎｄｏｆｔｈｅｃｏｌｄｗａｒ，whichmakesUSleadershipless 
dependable;theincreasingpressuresfbrpoliticalrefbrmwithinJapan,theeconomic 
efYbctsofwhichareimpossibletopredict；andtheinternationalpressurefbrJapan 
toassumemoreinternationa]responsibilities、
ＭａｎｙｏｆｔｈｅｓｅｉｎＨｕｅｎｃｅｓｗｉｌｌｔｅｎｄｔｏcreateinflationarypressureswithinJapan． 
1９ 
MonetaryFoundationsfbrtheErao「“PaxNipponica，，
Theestablishmentofmonetaryfbundationsthatwouldstabilisethevaｌｕｅｏｆｔｈｅ 
ＹｅｎｉｎｒｅａｌｔｅｒｍｓａｎｄｉｍｐｒovethestabilityofeconomicgrowthwouldsignifIcantly 
strengthenJapanesesocietyagainstthesedangers・Theuniquebenefitsofcurrency
convertibilityseenfromtheclassicaｌｖｉｅｗｐｏｉｎｔｏfencouragingfinancialdiscipline 
andprotectingcitizensagainsttheinflationaryinterestsofpoliticians，were 
describedclearlyinl848byJS・Mill：
“Everybodycanunderstandconvertibility;ｅｖｅｒｙｏｎｅｓｅｅｓｔｈａｔｗｈａｔｃａｎｂｅａｔ 
ａｎｙmomentexchangedfbrfWepounds,isworthfivepounds・Thereiｓtherefbre
agreatpreponderanceofreasonsinfnvourofaconvertible,inprefbrenceto 
eventhebestregulatedinconvertiblecurrency､Thetemptationtoover-issue， 
incertainfInancialemergencies，ｉｓｓｏｓｔｒｏｎｇ，thatnothingisadmissible 
whichcantendinhoweverslightadegree，ｔｏｗｅａｋｅｎｔｈｅｂａrriersthat 
restrainit，，(Mill,1857)． 
Despiteitsadvantages,theburdenofmaintainingarigidgoldstandardbecame 
toogreatfbrbotｈＢｒｉｔａｉｎａｎｄｔｈｅＵＳＡ・ＴｈｅＧｒｏｎｄｏｎａｓｙｓｔｅｍｉｓａｆｂｒｍｏｆ
ｃｏｎｖertibilitythatdoesnotrequireasinglecountrytocarryanexcessiveburden 
ltistherefbreaninterestingquestionwhetherJapanwillhavethepoliticalability 
toimplementsuchafUndamentalandinnovativepolicy，ａｓＢｒｉｔａｉｎａｎｄｔｈｅＵＳＡ 
ｗｅｒｅｏｎｃｅａｂｌｅtodointhepast・Doingsowouldrepresentafnrthermajorstepin
Japan，sassuminginternationalresponsibilities，ａｓｉｔｉｓｆｒｅｑｕｅｎｔｌｙｕｒｇｅｄｔｏｄｏｂｙ 
ｏｔｈercountries． 
6.Conclusions 
Althoughtheconceptof“PaxNipponica，，isnecessarilydiffbrentfromthe 
precedingerasof“PaxBritannica，，ａｎｄ``PaxAmericana，，，therearegoodgrounds 
fbrconsideringtheconceptinsomedetaiLClearlyaPaxNipponicawillbebuilton 
Japan'seconomicratherthanmilitarystrength，ａｎｄｗｉｌｌｂｅparticularlyvaluable 
fbrothercountriesintheprocessofindustrialdevelopment・
Byhistoricalanalogy，itwouldseemanecessaryconditionｆｂｒｔｈｅｃｒｅａｔｉｏｎｏｆ 
"PaxNipponica，，thatJapanshouldprovideworldleadershipinmaintaining 
internationalflnancialstability・Historically，ｂｏｔｈＢritainandAmericaprovided
suchstabilityfimdamentallythroughpreserving"soundmoney"throughmaintaining 
realconvertibilityoftheirnationalcurrencies、
Althoughunfashionablewithintheeconomicsprofbssioninrecentdecades,real 
currencyconvertibilityisthｅｏｎｌｙｓｙｓｔｅｍｔｈａｔｈａｓbeensuccessfhlinproviding 
monetarystabilityinpractice，ａｎｄithasdonesofbrseveralcenturies・However，
ｒａｔｈｅｒｔｈａｎｕｓｉｎｇｇｏｌｄａｓｔｈｅｎｕｍｅｒａire，ａｓＢｒｉｔａｉｎａｎｄｔｈｅＵＳＡｄｉｄｉｎｔｈｅｐａｓｔ,ｉｔ 
ｗｏｕｌｄｂｅｆａｒｐｒｅｆｅｒａｂｌｅｔｏｄａｙｔｏｕsearangeofprimarycommodities・Ｔｈｉｓwould
haveawiderrangeofbenefits,providedthatapracticalmeansofimplementation 
wasavailable・
Mostimportantly，inadditiontoreducinginflationandprovidingthebasisfbr 
eliminatingit,theresumptionofcurrencyconvertibilityinthiswaywouldcreatea 
powerfUlcounter-cyclicalinHuencｅｉｎｔｈｅｗｏｒｌｄｅｃｏｎｏｍｙ,thatwouldtendtoreduce 
theseverityofHuctuationsininternationaltrade，resistingbothinflationand 
recessionoverthetradecycle． 
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AnumberofleadingeconomistssuchａｓＦｉｓｈｅｒ，KeynesandHayekadvocated 
systemsfbrstabilizingthevalueofmoneyintermsofprimarycommodities・Ｈｏｗｅｖｅｒ
ｎｏｎｅｏｆｔｈｅｓｅｓｃｈｅｍｅｓｗｏｕｌｄhavebeenpracticaltoimplement・Theonlypractical
proposalfbrresumingrealcurrencyconvertibilitypublisheｄｔｏｄａｔｅｉｓｔｈｅｌｏｎｇ‐ 
neglectedproposalbytheAustralianeconomistLeoStClareGrondonafbrasimple 
systemofconditionalcurrencyconvertibility、Implementationofthisproposalby
JapanwouldachievethesebenefItswithoutimposingstressesontheeconomy､Ａｓ 
ｓｕｃｈｉｔｗｏｕｌｄｓｅｅｍｗｏｒｔｈｙｏｆｄｅｔａｉledconsiderationasthemonetaryfbundationfbr 
"PaxNipponica,'． 
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